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adjusted basis is recoverable over the re-
maining recovery period.

Example 4. X, a calendar-year taxpayer,
purchases and places in service for business
use on January 1, 1994, qualified clean-fuel
vehicle refueling property costing $350,000.
Assume this property has a 5-year recovery
period. On X’s 1994 federal income tax return,
X claims a deduction of $100,000, which re-
duces X’s gross income by $100,000. The basis
of the property is reduced to $250,000
($350,000¥$100,000) prior to any adjustments
for depreciation. In 1995, X converts the
property to store and dispense gasoline. Be-
cause the property is no longer used as quali-
fied clean-fuel vehicle refueling property in
1995, X must recapture four-fifths of the sec-
tion 179A deduction or $80,000 ($100,000×(5–1)/5
= $80,000) and include that amount in gross
income on its 1995 federal income tax return.
The recapture amount of $80,000 is added to
the basis of the property as of January 1,
1995, the beginning of the taxable year of re-
capture, and to the extent the property re-
mains depreciable, the adjusted basis is re-
coverable over the remaining recovery pe-
riod.

Example 5. The facts are the same as in Ex-
ample 4. In 1996, X sells the refueling prop-
erty for $351,000, recognizing a gain from this
sale. Under paragraph (f) of this section, sec-
tion 1245 will apply to any gain recognized on
the sale of depreciable property to the extent
the basis of the property was reduced by the
section 179A deduction net of any basis in-
crease from recapture of the section 179A de-
duction. Accordingly, the gain from the sale
of the property is subject to section 1245 to
the extent of the depreciation allowance for
the property plus the deduction allowed
under section 179A ($100,000), less the pre-
vious recapture amount ($80,000). Any re-
maining amount of gain may be subject to
other applicable provisions of the Internal
Revenue Code.

(h) Effective date. This section is ef-
fective on October 14, 1994. If the recap-
ture date is before the effective date of
this section, a taxpayer may use any
reasonable method to recapture the
benefit of any deduction allowable
under section 179A(a) consistent with
section 179A and its legislative history.
For this purpose, the recapture date is
defined in paragraph (c) of this section.

[T.D.8606, 60 FR 39651, Aug. 3, 1995]

§ 1.180–1 Expenditures by farmers for
fertilizer, etc.

(a) In general. A taxpayer engaged in
the business of farming may elect, for
any taxable year beginning after De-
cember 31, 1959, to treat as deductible
expenses those expenditures otherwise

chargeable to capital account which
are paid or incurred by him during the
taxable year for the purchase or acqui-
sition of fertilizer, lime, ground lime-
stone, marl, or other materials to en-
rich, neutralize, or condition land used
in farming, and those expenditures oth-
erwise chargeable to capital account
paid or incurred for the application of
such items and materials to such land.
No election is required to be made for
those expenditures which are not cap-
ital in nature. Section 180, § 1.180–2, and
this section are not applicable to those
expenses which are deductible under
section 162 and the regulations there-
under or which are subject to the
method described in section 175 and the
regulations thereunder.

(b) Land used in farming. For purposes
of section 180(a) and of paragraph (a) of
this section, the term land used in farm-
ing means land used (before or simulta-
neously with the expenditures de-
scribed in such section and such para-
graph) by the taxpayer or his tenant
for the production of crops, fruits, or
other agricultural products or for the
sustenance of livestock. See section
180(b). Expenditures for the initial
preparation of land never previously
used for farming purposes by the tax-
payer or his tenant (although charge-
able to capital account) are not subject
to the election. The principles stated in
§§ 1.175–3 and 1.175–4 are equally appli-
cable under this section in determining
whether the taxpayer is engaged in the
business of farming and whether the
land is used in farming.

(74 Stat. 1001, 26 U.S.C. 180)

[T.D. 6548, 26 FR 1486, Feb. 22, 1961]

§ 1.180–2 Time and manner of making
election and revocation.

(a) Election. The claiming of a deduc-
tion on the taxpayer’s return for an
amount to which section 180 applies for
amounts (otherwise chargeable to cap-
ital account) expended for fertilizer,
lime, etc., shall constitute an election
under section 180 and paragraph (a) of
§ 1.180–1. Such election shall be effec-
tive only for the taxable year for which
the deduction is claimed.

(b) Revocation. Once the election is
made for any taxable year such elec-
tion may not be revoked without the
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consent of the district director for the
district in which the taxpayer’s return
is required to be filed. Such requests
for consent shall be in writing and
signed by the taxpayer or his author-
ized representative and shall set forth:

(1) The name and address of the tax-
payer;

(2) The taxable year to which the rev-
ocation of the election is to apply;

(3) The amount of expenditures paid
or incurred during the taxable year, or
portions thereof (where applicable),
previously taken as a deduction on the
return in respect of which the revoca-
tion of the election is to be applicable;
and

(4) The reasons for the request to re-
voke the election.

(74 Stat. 1001, 26 U.S.C. 180)

[T.D. 6548, 26 FR 1486, Feb. 22, 1961]

§ 1.182–1 Expenditures by farmers for
clearing land; in general.

Under section 182, a taxpayer en-
gaged in the business of farming may
elect, in the manner provided in § 1.182–
6, to deduct certain expenditures paid
or incurred by him in any taxable year
beginning after December 31, 1962, in
the clearing of land. The expenditures
to which the election applies are all ex-
penditures paid or incurred during the
taxable year in clearing land for the
purpose of making the ‘‘land suitable
for use in farming’’ (as defined in
§ 1.182–4) which are not otherwise de-
ductible (exclusive of expenditures for
or in connection with depreciable
items referred to in paragraph (b)(1) of
§ 1.182–3), but only if such expenditures
are made in furtherance of the tax-
payer’s business of farming. The term
expenditures to which the election ap-
plies also includes a reasonable allow-
ance for depreciation (not otherwise al-
lowable) on equipment used in the
clearing of land provided such equip-
ment, if used in the carrying on of a
trade or business, would be subject to
the allowance for depreciation under
section 167. (See paragraph (c) of
§ 1.182–3.) (See section 175 and the regu-
lations thereunder for deductibility of
certain expenditures for treatment or
moving of earth by a farmer where the
land already qualifies as land used in
farming as defined in § 1.175–4.) The

amount deductible for any taxable year
is limited to the lesser of $5,000 or 25
percent of the taxable income derived
from farming (as defined in paragraph
(a)(2) of § 1.182–5) during the taxable
year. Expenditures paid or incurred in
a taxable year in excess of the amount
deductible under section 182 for such
taxable year shall be treated as capital
expenditures and shall constitute an
adjustment to the basis of the land
under section 1016(a).

[T.D. 6794, 30 FR 790, Jan. 26, 1965]

§ 1.182–2 Definition of ‘‘the business of
farming.’’

Under section 182, the election to de-
duct expenditures incurred in the
clearing of land is applicable only to a
taxpayer who is engaged in ‘‘the busi-
ness of farming’’ during the taxable
year. A taxpayer is engaged in the
business of farming if he cultivates, op-
erates, or manages a farm for gain or
profit, either as owner or tenant. For
purposes of section 182, a taxpayer who
receives a rental (either in cash or in
kind) which is based upon farm produc-
tion is engaged in the business of farm-
ing. However, a taxpayer who receives
a fixed rental (without reference to
production) is engaged in the business
of farming only if he participates to a
material extent in the operation or
management of the farm. A taxpayer
engaged in forestry or the growing of
timber is not thereby engaged in the
business of farming. A person culti-
vating or operating a farm for recre-
ation or pleasure rather than for profit
is not engaged in the business of farm-
ing. For purposes of section 182 and
this section, the term farm is used in
its ordinary, accepted sense and in-
cludes stock, dairy, poultry, fish, fruit,
and truck farms, and also plantations,
ranches, ranges, and orchards. A fish
farm is an area where fish are grown or
raised, as opposed to merely caught or
harvested; that is, an area where they
are artificially fed, protected, cared
for, etc. A taxpayer is engaged in ‘‘the
business of farming’’ if he is a member
of a partnership engaged in the busi-
ness of farming. See § 1.702–1.

[T.D. 6794, 30 FR 790, Jan. 26, 1965]
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